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A#FICE OF REFORTS AND BST DIAYES, CIA
FAR EAST/PACIYIC DIVISICH

IHTELLIGEWE HIGRLIGHTS N0, 79
30 HOVEUBER to & DECMBER 1949
SECTION T. STMMARY OF FIR EASY TRENDS ARD DIVELPHENTS
Keynoto addresses o.t.‘ tho Pelping meeting of tis 117 indicate

that the Chinese Cocmunints sxpeet to taks a leading role in tho
communization of Asia (page 2).

“

A privats study of the Republic of Korea's air force neods is
sxpected to resulit in a plea 7or US aid from President Rhes, who
appears dJetsrmined to build up air strength sven at the expense of
the nation‘s economy (page 4).

The Chinese Communists are buslly axplaining to the inflat ion-
sick people of Lhat country that the present printing-press aplral
1s the price of victory (page 5). Meanwhile, refugee Nab ionalist
Acting President LI's Kwangsi clique is attenpting to establish a
new resistance group in China's Soutlmest, in the hope that sach &
coalltion may out-survive CHIARC on Paiwan and thus be in line for
any avallable US aid (pege 6).

As a result of slowness in impl.ementing independencs plans, the
French in Indochina are finding themselves faced with increasing in-
solence on the part of their supposed Vietnarese friends (page 7).

Increasing opposition to Thalland's Premiar Phibul from & varliety
of sources makes a new coup attempl there in the near future a dis-
tinch possibility (page 8 ).

"he Governzent of Burma plana to of fer psace terms of a generous
pature bo bie Karen insurgents (page 9 ).

Rebellious senators probably will be able Lo keep the impending
special sscasion of Congross, called to proclaim Quirino's alection
victory, in a state of turmoil (psge 5 ).

‘*he marginal notations uzed 1o succesdlng sections of Lhls Weekly
("a7, mBM, or 7US) indicate the importance of the items in D/FE opiaion
with "A" representing the most departent.
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SECTION T%. DEVELOPMENTS IN SPECIFIED AREAS
QENTRAL |

Chines¢ bid for Communist leadorship in Asia--Spesches by Chinese
Compunisi leadcrs LIU-chi and LI Li-san, recantly delivered in
Pailping on the occasion of the WFTU's Congress of Asian and Aus-
tralian countries, reveal the existence of a comprehensive and
wnell-ccordinaied program for Communist -expansion in Asia, basad
on both Soviet and Chiness Comuunlat experience. Significantly,
the speecnes wers strongly reminiscent of the recent Soviet asaer-
tions that the Bolshevik experisnce is feasentially acceptable to,
end compulsory for, the Communist Parties of all lands...®

The essentlials of the Chinese Comminist program, recommonded
88 a pattern for Comaunist movements throughout Asia, as given by
LIU and LI, were: (1) the fomation of a ‘united front!
of the working class, bthes peasant masses ("its chief and most re-
- liable ally"), and whatever urban bourgeoisie are willing to op-
pose Mimperislism®; (2) the effective control of the 'united front!
by a Communlist Party, thoroughly indoctrinated in Marx-lLenin-Stal-
inism and able to adapt that "gulde” to the local situation; and
(3) the creation of a Communist-led army, the establishment of
basas for it, and the coordination of military operatiocns with the
" activity of workers and peasants in enemy territory. The spsoches
emphasized that events in China have proven that "the working class
definitely cannot fundamentally better its status...without build- -
ing a revolutionary army...and waging s revolutionary war..."
#hile both speakers noted that this program was "the wey of MAO
Tse-tung,” it is interesting to note that it is also the way of
Lenin, who formulated thls general line, and of Sialin, who has
repoatedly endorsed MAO's application of it.

The Chineso Communists will rendsr assistance to Communist
movements in Asia by such approved means as propagande activity,
diplomatic and trade missions, the development of international
labor, women's and ycuth organizations and the provision, where-
ever practicable, of financial aid, organizational epecialists,
advisors and matsriel. The Chinese Comnunists may come to stand
in much the same relation to these Aslan movements as do the Soviets
toward the Chinese ~- as leaders, teachers and friends - amnd thus
will acquire some capability for challenging Soviet domlnatlon of
these wovements. At present, however, there is no evidence of any
Sipo-Soviet conflict in the Asian sphere. If the inherent suspi-
cion of Chinese leadership can be diaspslled among other Asiaas, the
Chinese Communist effort in Asis should prove a powarful instrument
of Soviet expansion,
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KOREA

993-Plane alr force recommended--Russell E. Randall, retired USAF npn
geosral officer invited by President Rhee to survey Korea's air
capabilities and requirsments, has recommended that Korea obtain
US aid in developing a 99~plane eir force. Under the Randall plen,
the Korean air force would acquire a total of 29 liaison planea,

30 AT-6s, 9 transports, 6 B-25s, and 25 F-478 or F-5ls during the
next. thirteen months. 48 Korea now owns 14 liaison craft and hes
10 4T-68 on order, 75 additional planes would have to ba procured
to bring the force to recommended strength, The Randsll plan also
provides for US air advisors, attached to the US Korean Military
Advisory Group (KMAZ),

Persistent reports of increasing air capsbilities in morthern
Korese have been of concern to both US and Korean Republic of ficials
in recent months. In October 1949, Brigadier General Roberts, the
Chief of KuAG, recommended ihat the Korean Air Force be provided
with 40 modern fighters and that KMAG bs authorized to asaist in
traioing the Korean Alr Force. Since that time, Rhee end Xorean
defense officials have become increasingly concerned over the
failure of the US to provide them with aircraft and training assis-
tance, Randall's study will serve to strengihen the official

‘uﬁr_
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bovean epiolon thab their security is contingent on an iomedigte
lamroape A ale enncbilities to mset the threat of Communist
agrasaien

Rhee probmbly will lacorporate the Randeil plan recommenda-
Pions iaSo » formal reguost o the US for air support. If this
recnsst 15 denlwd. Hhee, obsessed with the desire for &ir strength,
nrobsily will shtempt to build up a smaller eir force on his own,

iap Mimfitad Kpvean Yoreign exchangs and possibly employing Ran-
Srll nnd ohher private 5 citizens as alr advisors., Hendall is
yepoted Lo bavs olenped a $9-plave alr force for this purpose.

Tiie oresence of private air advlsors in Seoul would compli~
soia KHAG's relations with Rhes; but more important, further mili-
tary use of limited Korean forelgn exchange would serioualy inter-
fer with plans for bthe Republic's economic development. Morecover,
slthoush Rhee's immediate concern may be to develop adequate air
defonss, he undoubtedly 18 hoping to build an alr force with suffi-
cient offensiva potential to atrengthen hls dream of recovering
thae "lost territories®™ of northern Korea.

amEs ROTE

ortin Koreans offer releass of missing Americens--~Pyongyang Radio,
. in & brosdoast of 6 December, nas stated that the People's Repub~
130 42 willing to releane the two American ECA Advisors who have
hesa wuder deteation since the defection of the cargo steamer
sKimbail Smitn® to the northern puppet regime in September. Tho
5 Imbassy at Scoul is dirveted to acknowledge the offer over
Sgoul Radio and send g US representative with power of attorney"
to sign for delivery of the tno.men at the rallroad statlon of
Yohyon, on the 38th Parallel at 1100, 11 Dscember.

OHINA
2SS

Comrunists Mexplain® infiation as "price of victary"--Although
rocent violent prige upsurges in Shanghal and other cities of China
have been halied for the moment, observers expect a resumsptlon of
the inflationary trend in ths near future, Very poor harveats
foresnadow substantial lncreases in food and cotton prices in tho -
coming months, while government deficits resulting from military
and restoration expenditures, as well as the support of staLe-owned
treding enterprises, are forcing a continulng resort to printing-
press curreacy. It has been estimated that no more than 30 percent
2¢ Lotel Communist admlnietrative and military costs are beling mel
by governmeut revenues, while tho deficit is belng mat by ancon-
trolled note issus.
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Racent experience with hyperinflation under ths Nationalists
has made the Chinese public keenly senmitive to inflation threats.
As a result, the Commnists are issuing increasing "reassurances®
that inflation does not thruaten the stability of the newm govern-
mont. Premier CHOU En-lal has explained price increases &3 %un-
svoldable difficulties to be met on the path to victory,® which
are "fundamentally different from the ruinous economic crisis
undor the reactionary KMT regime.? The Communiat press, preparing
the public for new price increases, has elaborated on the necess~
ity of being "prepared to pay a sertain price before final wvictory
is realized." The "price revolutionn, it ie explainsd, "™must be
met before the peopls of the wholae nation can be libsrated.™ The
Communists will need all the skill of their propaganda to explain
the coming spiral of prices to the rsalistic Chinese and to dispel
the public's insvitable association of inflation with governmsnt

- decay.

Kwangsi cligue promcting Southwest "coalition"--The Kwangasi clique,
headed by refugee Acting Preeident LI Tsung-Jea, now visiting the
US for urgent reasons of health", claims to be organizing a
group of leaders in soutnwest China who will continue ressistance
to the Communists following the expected loss of Szschwan. The
group is sald to include the governors of Yunnan and Kwangtung,

the administrator of Hainan Island and other local warlorda and
its military strength is supposedly based on the remnantas of PAI
Chung-hsi's troops, now reportedly withdrawing to the coast botween
the Lulchow Peninsula and Indoching and to the island of Halnan.

Such a "coalition", if organized, wouid be unable to draw on
Nationalist resources in Taiwan and would lacic both the funde and
the materisl required for an effective resistance movement. Sev-
eral of the alleged leaders, morsover, have shown little will to
resist the Communist advance. Indeed, a movement to facilitate
the Commnist take-over of Yunnan is already reported to be devel-
oplug there.

Although Hainan appears to bs the best availeble retreat in
the Southwest at the moment, the island has little to offer ss a
final bastion because of its military wulnerability. Only twelve
miles offshors, Halnan already ls extensively infilirated by local
Communist guerrillas. Acting President LI's physical absence from
China, moresover, will do little to improve thes group’s dim pros-
pects. Apparently, the undesrlying purpose of this "cocalition®
is an attempt Lo premerve a claim,as the "trua® Natlonalist goworn-
ment, te any U3 ald which may become available after the fall of
CHIANG Ksi-shok and his Taiwan regime.

nAn
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INDOGHINA

French headaches—In additlon bo the annoyance of accelerabed
resiatence forcs attecks in Horih Vietnam, the Freanch authorities
in Indochina ir recent wesks have found it increasingly difficult
to distinguish their friends from thalr snemles on the polltical
front.

Althouzh Emperor Bao Dal himself has coased the French libttls
trouble in his almost complete isolation st the hili-station of
Dalet, variosus memhers of hls sniourage have continued to herase
the French, By peblicly inflating the & March Pac Dai~Auriol
Taccorda” lnito a "traaty® botween Fraance and "irndepsnaent Vietnam?
and by conbending that the Freach rols shoald be marely one of
conceding Vietrnam's independonce in fash as well as in nawe with
the least pnssible delay, thess Viebnamese frisnds of France have
strained colonial tempsra almost to Ghe brsakxing point, Bal Dal's
Foreign Minister, Nguyen Phan Long, now threatens to vioclate both
taste and protucol by appesaling for early agreomant on Vietnamese
aatonowy divectly %o the French Foreign 0ffice rather %han to the
inistry of Overseas Prance which is charged with the aduinistra-
tion of Vietnam and other colonlal araeas.

The French-cherished lmage of Bao Dait's Vietnam as a bastion
ggainst Commaniem has also anffered from breoadcasts by nabive~
lenguage statlens presumably opesrating under the Emperor’s controd.
In Hue 1% wss anncunced: "With referemce be Communism, we bellsve
this is cur own affuir...Anyone who helps vs will bes our friend...
There shoulid ba gilve-and-take belwesn natlops Lo allow them to last
long.® Radio Henel quoted s local newapaper to the effoct that
no undue significance should be abttached o the recsut “fraternal”
exchange of telepgrams botwesn He Chi Mish and HAQ Tse-~-tung. The
gisi of the commsnt was: “This is a wise move. Anyone is Ho's
pesition would do the same. HNo identity of idsologies is implied.®

There have beon additlional hesdaches for the French within the
areas undsr thelir control. From She lefi come a strike Lhrsat by
Government suployvess at the lnstanece of the locsl afiiliete of &
aetropolitan Freneh Soeialist tvade union. From the right case
efforts on the pasrt of conservabive elenente in Scath Vietnam to
resove that arsa from Bao Dai's conbrel by making it subject e
the exclusive suthority of a "mixed? French and Vielpamese antono-
mous Assembly.

Rpn
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PHATLAND
Goup possibilities iucrsgse~-Beaide loslng popular sapport, the TAN

e Qovernmeat, controlled by Premier Phibul Songgram and his
milibary cellaborators of the 1947 coup de'ebat, is dn a weakened
political positlion bscause of wideaprend corruption and a aszpions
mehdam within the ruiing militsry oligre. The blatand graft and
poiiticel ercezses of thess militarists bave alienated not only
the Navy and Alr Force, but eleo certsin cloments of Lhe Army

and sivilian pesulation. In oppositlien to Phibul's regine, also;
ave Shese who eawy the milibary cligue’s opportunity to accumulate
lorge perscnal fortunes snd ¥ho have ot themsel¥es shered in the
financial speils., Consaquentiy, & eoziibion of both responsible
and opportunistic men, working for the overthrow of the Phionl re-
gine, is developlng considerable strensbi,

Alkhouph the Havy appears Lo Be tukrimg the lead in organizing
this coslition, thls service by itself in palieved unable LO cope
with Pollce and Army supporbters of Prealer Phibal, The Havy, thers-
fore, probsbly lg countling on and has geined the suppord of the Alr
Forcs. The coaliblon also appesrs to be gailning support within
Lhe Avmy from careerists who wish Lo sse the military rencvsd from
agtive per&icipatlon in Thal politics.

mentabive avidence points to She inclusion in the group of
some clvilisn sappork, possibly from the opanly oppos itlonist Dewo-
et Pardy in Parllament. The developlng aoalibtion, while not de-
rending upon former premier and elder stateszan Nai Pridi Rencmyong
for leadership, is meverthelesns aware thatb #rigi and hie followsrs
have nob forsakisn plans for future aobion againsd Fpibulte regine.
sollaboretion with Pridi, therefore, Lo a posslbility.

should the opposition bs able to gather force despite the stern
pocurity meaneurss currently imposed by Phibal, & successful armed
soap dletal e a fale poreibdliby. Moot probable time for the coup
stbompt wonld be before the errival of King Phamiphol Adulide], =ho
is expected fo rebum Lo Thallend bpsfore Apvil for hie goronabion.

&

Yhe successiw) overthrow of Lhe Phibul veglne, while perbaps
vesulbing in a wore demccrablc snd less soreapt regims, would nob
contribute sigriflcantly to Thalland's intsrnal politicel stabillity
and sseuriby. On the contrary, Lis prosent basle cleavages which
separate Hhe men who in 1932 ow phLhrsw the absolube monarchy and
eatsblished the presont constilubional momswany @ight wsll be imbten—
sified by open conflicy, parbluularly netwoso the supperhers of Phi-
bol a2nd bhose who wonld collaborats wiih Hhe opposition leaders.
Suenh incressed iLestability mould aslke fpeilend more sulnsvable to
the extensicn of Chinese Communiet iniluences Lhen it ie ab present.
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BURKA
Governament plans 'pegtce offer bLo Karens-~Burma's Foreign iinistor AN

- and chisf delegate to the UN, E Maung, recently informed US offi-
clals thst ths Burmese Government was plaming to seek a negotlated
scitlement with the insurgent Karens as part of a larger effort to
stinulate Bunmese raclal unlty in the face of the growing threat
of Comvunist Chins. Maung added that he hoped the Department of
State would advise American missionaries to use thelr extensive
influence to obtain Karen acceplance of the CGovernment's terms.
According to Maung, hhe Government was prepared to offer the Kersas
an autonomous state, full amnesty, permission to retain their arms,
and an invitation bto rejoin the Burmese Army.

Such an offer would be accepted s3 a basis for discuseion, es-
pecially if the Karens were encouraged in this course by Western
Powsrs. The actual consumation of an agreement, however, would be

" extremely difficult, with the stiffest problems related to defini-.
tion of the powers and boundaries of the proposed Karen state.
Implementation would probably be even more difficult, for mutusl
snimosity batween Karsns and Burmans, exacerbated by nearly a year
of violent commpunal strife, will continue indefinltely regardless
of an sgreement betwesn their respective leaders. Nevertheless,
even an indifferently-implemented settlement of the Karon rebellion
would bs & vast step towards the restoration of stabllity in Buraus,
and would permit & greater concentration of Govermmsnt afforts
against the Burmese Communists at this critical tims,

PHILIPPINES

Senate rebels will obstruet Quirino’s confirmatlon~-Naclonallsta ngn
adherants and Avelinista Liberals have not yet abandoned hope of
praventing the preclamation of Quririno's election or at least

of reducing the margin of his victory over Laurel. Twelve Sena-
tors, & majority of 23 seated members of the Senmale, have ignored

a notice issued by acting Senmate President Cusnco to abttend a
special joint session of Congress on 13 December to canvass the
presidential votes. They instead petitioned Senator Maleclo Arranz,
currently an Avelino follower, both to convens the sesslon and to
preside over it. Although his lsgsl authority is open to question,
Arranz has reportedly issued the call.

The twelva rebelllous Senators and their sympathizers in the
House can initlate action to delay the proclamation of Quirinoc's
slection and may even be onccessful in cancelling fraudulent votes.

T
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Quirinot's support in the Heuse, however, is suffiicisnt to prevent
any atiempt oy the Joint session to refuse ultimateiy to proclaim
him the victer.

With a struggle over leadership in the Senate impending and
dispates browing over election returns, the special Congressional
assglon prouises to be 2 stormy one. Adding to the genaral post~
slection tensenews ars reports that, failing to prevent Quirino’s
inaugnration by lagel means, the Nucivnalistas are planning an
armec uprising.

3.E. A, NESS NOTE

The stabbing of Duncan Stewart, Governor of Sarawak, on 3 De~
cember, brings inte sharper relief a situation which has been smol-
dering sinece that Bornean principelity became a Crown Colony on
1 July 1946. On that date, the last "™shito Rajah,® a member of the
Brooke family which had ruled paternalistically since 1840, ceded
Sarswak to the British Crown owver protests both from his heirs and
from 2 relatively amall but active portion of the population,

Thus, wille it is remotely possible that the stabbing of Stewart,
the firat outbreak of violence in Sarawak in recent times, may have

. been inspirad by the traditicnal Comsmnist agant or by wdtremists
who dosire the Colony!s inclasion in the United States of Indonesis,
it is far more likely bthal the sszasein was a fanatical Malay mem-
bex of the relatlively orderly asnii-cession movament, whoae real or
imagined grievances inciuds Lhe loss of privileged positions in the
internal political structure. 'Thore is & bellef by this same gronp
that a general misunderstending of the indigenous populatien's
problems has bsen exhibited by colonial adminlstrators receantly
transferred to Sarawak {rom other British territorics.
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